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ABSTRACT 

The purpose of this study was to evaluate vocational 
education at the senior high school level in terms of both private 
and social costs and returns. Data on costs of vocational training 
and potential earnings with and without vocational training were used 
to estimate rates of returns on vocational education. Findings of the 
study indicate that all but one of the 14 vocational programs studied 
result in benefits — increase in earnings — that exceed costs. The 
study also indicated how worthwhile these . various programs are from a 
private and social point of view. It points out and attempts to 
explain inter-program and inter-school differences in rates of 
- return, and points to the existence of economies of scale in this 
provision of vocational education. (Author/JS) 
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1. Statement of Problem: Vocational education has all the attributes of 

an investment, i.e., it is aimed at increasing the productivity and 
earnings of participants. An evaluation of the economic effects of 
vocational education in Ohio is necessary for potential trainees, 
communities and the State government in order to arrive at optimal 
decisions regarding the level and composition of vocational education 
expenditures . 

2. Statement of the Objectives: The project examines and evaluates the 

private and social costs and returns accruing from investment in 
vocational education at the $enior High School level in the State of 
Ohio . 

3. Description of Activities: Fourteen -vocational programs in the 

training areas of trade and industrial service, business office 
education, agricultural service, distributive education service and 
home economics service were studied in eighteen high schools in the 
State. Data on costs and on potential earnings were obtained to 
determine the return on investment by program and by school. 

4. Techniques of Evaluation of Objectives : Benefit-Cost analysis was 

used to evaluate investment in the vocational programs. Two sets of 
rates of return were estimated assuming (1) vocational education as 
an investment in dropout prevention and (2) vocational education as 
an alternative to completion of an academic high school education. 

5. Contribution to Education: Findings of the study indicate that all 

but one of the vocational programs studied result in benefits 
(increase in earnings) that exceed costs. The study also indicates 
how worthwhile are these various programs from a private and a social 
point of view. It points out and attempts to explain inter-program 
and inter-school differences in rates of return and points to the 
existence of economies of scale in the provision of vocational 
education . 
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STATEMENT OF THE PROBLEM: 
EVALUATION OF VOCATIONAL EDUCATION 



A. Introduction 



On October 16, 1968, the President of the United States signed into 
law the Vocational Education Amendment of 1968, which provided for the 
authorization of increased expenditures for vocational education through 
the fiscal year 1972-1973 and pointed toward new directions for voca- 
tional education.* 

The State of Ohio's strong committment to vocational education is 
reflected in the level of public expenditures on this function in the 
fiscal year 1970. In addition to the $4,798,750 which the State cf Ohio 
was provided in construction funds from Federal Vocational Education 
Appropriations, additional state and local funds were appropriated in 
the amount of $37,908,000. Including the financial involvement of 
Appalachia and Bureau of Vocational Rehabilitation funds, a grand total 
of $49,028,615 was expended for vocational education in fiscal year 1970. ^ 

The increased interest in vocational education has sharpened the 
debate in the State of Ohio on the scope and effectiveness of vocational 
programs. An evaluation of the ecoyimic effects of vocational education 
in Ohio is necessary for potential trainees and local communities. It is 
particularly important for the state government to know the benefits and 
costs of vocational education in order to arrive at an efficient allocation 
of the state's educational resources among the various competing uses. 



B. Vocational Education as an Investment 



Educational services produced by schools are both a consumption good 
and an investment good. As a. consumption good, the value of education is 
the increase in appreciation of life from the academic and libera], arts 
point of view -- education is desired for its own sake. Educational 
services also have an impact unon the future occupational choice and 
earnings of the recipients. In this investment sense, the value of 



, Botes arid Working Papers Concerning the Administration of Programs , 
authorized under the Vocational Education Act cf 1963, Public Law 88-210, 
as amended, prepared for the Subcommittee on Education of the Committee 
on Labor and Public Welfare, U.S. Senate, 90th Congress, 2nd Session, 
March 1968. 

2 

Ohio Division of Vocational Education, 1969-70 Annual Report, Columbus, 
Ohio, p. 13. 
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education is as a source of earned income characterized by education in 
professional, occupational, or vocational schools. 

Clearly it may not be assumed that the two types of education are 
mutually exclusive. Elements of consumption and investment benefits 
are present in each type of education. Yet an educational plan designed 
to increase the quality of life and responsibility of citizenship, 
independent of income or productivity consideration, would necessarily 
concentrate on consumption education, while an educational plan designed 
primarily to increase productivity and income would logically concentrate 
on investment education. 

This study is concerned with the investment aspects of vocational 
education. Vocational education wi 1 1 be viewed as an investment in 
human capital --a concept which serves to explain returns to investment 
in the labor force. As early as 1776, Adam Smith enounced this idea 
in the Wealth, of nations : 

"The acquisition of such talents by maintenance of 
the acquirer during his education, study or apprentice- 
ship, always costs a real expence, which is a capital 
fixed and realized, as it were in his person. These 
talents, as they make a part of his fortune, so do they 
likewise of the society to which he belongs. The 
improved dexterity of a workman may be considered in 
the same light as a machine or instrument of trade 
which facilitates and abridges labour, and which 
though it costs a certain expence, repays the expence 
with a profit." 3 



Assuming the rational consideration of available alternatives, 
educational decision-makers must possess knowledge crucial to the 
relationship between investment in vocational education and economic 
return . 

The measurement of economic returns will be considered in terms of 
the labor market participation of vocational graduates. This does not 
include all economic returns. Aside from earnings and employment, 
vocational education (as all other forms of education) produces other 
tangible benefits to the community in the form of additional tax. revenues 
generated by subsequent greater productivity and larger output. Other 
benefits to the community accrue in the form of lower rates of unemploy- 
ment and consequently decreased expenditures for unemployment compensa- 
tion, public assistance and other governmental services such as crime 
protect ion. 



°Adam Smith, An Inquiry Into the Nature and Causes of the Wealth of 
Nations. Edwin Cannan (ed.). The Modem Library, Random House, 1937, 
New York, pp. 265-266. 
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The measurement of returns on vocational education will not include 
non-economic factors. These maybe divided into two types: (1) factors 

r lated specifically to the job environment: greater satisfaction and 

a higher sense of personal worth from training for and working in an 
occupation of one's own choosing;** (2) social interaction: the increase 

in social participation brought about by more self-acceptance anci self- 
confidence enhanced by accomplishment of a specific goal (completion of 
a vocational program). 

Narrowing the analysis to the economic factors in vocational educa- 
tion is a simplification warranted by the fact that economic factors are 
measurable in a common unit. Therefore, a statistical test of the 
hypothesis that investment in vocational education is worthwhile becomes 
possible. The simplification, however, has the drawback that it could 
lead to the acceptance of a faulty hypothesis (if economic gains are 
offset by non-economic losses) or the rejection of a valid hypothesis 
(if non-economic gains are present notwithstanding the absence of 
economic gains). The simplification should in no way be interpreted 
as a denial of the non-economic values of vocational education but as a 
judgment that they are unlikely to be greater in magnitude and opposite 
in direction than the economic factors. 



C. Studies of Vocational Education 



The present concern with economic growth and with problems of 
structural unemployment and poverty has revitalized interest in the 
theory of human investment and its application to education in its 
different facets and levels.*’ 

A. number of applications have been conducted in the area of voca- 
tional education. These empirical studies have yielded different results 
depending upon (1) the method of treating income and other effects of 
vocational education, (2) the level of vocational education -- secondary 
or post-secondary, and (3) the length of observation of the trainees in 
the labor force. Related to this is the period over which the effects 
of the investment in vocational education are estimated. 
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While no systematic analysis of career satisfaction was undertaken in 
this study, data obtained from available follow-up studies on vocational 
graduates suggest a high percentage of placement in the specific areas 
of training. 

"*T. W. Shultz, "Investment in Human Capital", American Economic Review 
(March 1961), pp. 1-17; Edward F. Denison, The Sources of Economic Growth 
in the United States and Alternatives Before Us (New York: Committee 

for Economic Development, 1964); T. W. Schultz, The Economic Value of 
Education (New York: Columbia University Press, 1963); Gary Becker, 

Human Capital (New York: Columbia University Press,' 1964). 
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